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E.O. 11652: N/A 

TAGS: BEXP, EMIN, SG, IR 

SUBJECT: STATUS REPORT ON IRASENCO PROJECT 

REE: DAKAR 2748 

SUMMARY. DAVID MORSE, LEGAL ADVISER TO IRASENCO, MET WITH 
AFAV DIRECTOR MAY 4 TO PROVIDE STATUS REPORT ON IRASENCO 
PROJECT. AFTER STATING THAT IRASENCO WAS MOST COMPLICATED 
PROJECT HE HAD EVER BEEN INVOLVED IN, MORSE PROCEEDED TO 
GIVE HISTORY OF PROJECT, AS WELL AS HIS OWN PLAN FOR 
MOVING THE PROJECT EORWARD. MORSE EMPHASIZED THROUGHOUT 
THE MEETING THE POLITICAL IMPORTANCE ATTACHED TO IRASENCO 
BY THE GOVERNMENTS OF IRAN AND SENEGAL. NEXT STEP IS 
PRELIMINARY MEETING OF MORSE AND TECHNICAL MINISTERS 
TO IRON OUT DIEFERENCES PRIOR TO CHIEF OF STATE MEETING IN 
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TEHRAN ON JUNE 28. END SUMMARY. 

1. DAVID MORSE, LEGAL ADVISER TO IRASENCO, BRIEFED AEAV 
ON SUBJECT PROJECT. HE EXPLAINED THAT LACK OF COORDINA- 
TION BETWEEN TWO GOVERNMENTS CONCERNED, AS WELL AS 
INEEFECTUAL MANAGEMENT, HAD STALLED IRASENCO'S PROGRAM. 
THREE DIFFERENT ENTITIES HAD BEEN APPROACHED TO DO PORTIONS 
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OF FEASIBILITY STUDY, BUT NONE HAD YET BEGUN WORK. MORSE 
FEELS COORDINATION IS VITAL FOR SUCCESS OF PROIECT. IN 
VIEW OF INEFFECTIVE IRASENCO MANAGEMENT, MORSE HIMSELF 
PLANS TO KEEP PROGRAM ON TRACK. 

2. RECENTLY, EOLLOWING DEVELOPMENTS HAVE OCCURRED: 

A. WORLD BANK HAS REPEATED ITS EARLIER OFFER TO PERFORM 
FEASIBILITY STUDY, BUT ONLY ON BASIS OF COMPARISON BETWEEN 
PORTS OF CAYAR AND DAKAR (BANK HAS HINTED THAT IT WILL 
PARTICIPATE IN FINANCING OF PROJECT AT CAYAR ONLY IF 

ITS OWN STUDY SHOWS THAT SITE TO BE PREFERABLE). COST OF 
STUDY WOULD BE APPROX DOES 500,000. 

B. GOVERNMENT OF SENEGAL HAS RETAINED CANADIAN 
CONSULTING FIRM,GAUCHIER AND PRINGLE, TO DO FEASIBILITY 
STUDY OE PHOSPHATE MINE AND EXPANSION OF PORT OF DAKAR. 
IRANIANS HAVE RETAINED LOEB, RHODES AND N.M. ROTHSCHILD 
AS FINANCIAL CONSULTANTS. BOTH GOVERNMENTS APPARENTLY 
ACTED WITHOUT FULL CONSULTATION WITH THE OTHER. MORSE 
HAS INTERVENED WITH BOTH SETS OF CONSULTANTS TO GET THEM 
TO AGREE TO COOPERATE WITH EACH OTHER. 

C. IRANIANS HAVE INDICATED THAT THEY DO NOT NEED SENE- 
GALESE PHOSPHATES FOR OWN PURPOSES SINCE THEY HAVE MADE 
RECENT DISCOVERY OF PHOSPHATE IN IRAN. IRASENCO'S OUTPUT 
WILL BE SOLD ON WORLD MARKET (AND FEASIBILITY STUDY WILL 
FOCUS ON PROJECTIONS OF WORLD MARKET PRICE). 
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D. IRANIANS TENTATIVELY APPROACHED KRUPP TO DO FEASIBILITY 
STUDY EOR ENTIRE PROJECT. MORSE ADVISED GOVERNMENT OF 
IRAN THAT, SINCE KRUPP WOULD LIKELY BE COMPETITOR FOR 
SUPPLY CONTRACTS FROM IRASENCO, IT WAS NOT SOUND BUSINESS 
PRACTICE TO HAVE KRUPP PERFORM THE FEASIBILITY STUDY. 

IRANIANS HAVE APPARENTLY AGREED. 

3. IN VIEW OF CONFLICTING CONSULTANT CONTRACTS, AND LACK 

OF COMMUNICATION BETWEEN GOVERNMENTS AT HIGHEST LEVELS ON 
IRASENCO, MORSE HAS PREPARED CONFIDENTIAL REPORT TO BOTH 
PRIME MINISTERS, INDICATING WHERE MAJOR UNRESOLVED PROBLEMS 
EXIST WITHIN IRASENCO PROGRAM. 

F. MORSE WAS INEORMED MAY 3 BY TELEX FROM TEHRAN THAT 
MINISTERIAL MEETING ON IRASENCO, SLATED EOR JUNE 10, HAD 
BEEN CANCELED IN FAVOR OF CHIEFS OF STATE MEETING IN 
TEHRAN ON JUNE 28. MORSE EARNESTLY HOPES BE ABLE TO GET 
AGREEMENT IN PRINCIPLE BETWEEN TECHNICAL MINISTERS ON 
IRASENCO PROGRAM. 
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G. MORSE INDICATED HIS PERSONAL REELING OIL REFINERY IS 
WEAKEST PART OF ENTIRE PROGRAM. ANOTHER PERSONAL MIS- 
GIVING EXPRESSED BY MORSE IS ENVIRONMENTAL IMPACT ON 
FISHING AREA NEAR CAYAR OF MAJOR INDUSTRIAL DEVELOPMENT 
PROJECT. 

3. MORSE UNDERLINED POLITICAL SIGNIFICANCE OF PROJECT 

FOR BOTH IRANIANS AND SENEGALESE. FOR SENEGAL, CAYAR WILL 
BE NEW QUOTE POLE OF DEVELOPMENT UNQUOTE OUTSIDE DAKAR. 
FOR IRAN, IRASENCO REPRESENTS FIRST MAJOR ECONOMIC 
INITIATIVE IN BLACK SUB-SAHARAN AFRICA. RECENT DEDICATION 
CEREMONY AT CAYAR WAS MANIFESTATION OF POLITICAL OVER- 
TONES OF PROJECT. 

4. COMMENT: MORSE WAS CONCERNED THAT ABOVE INFORMATION, 
SOME OF WHICH DRAWN FROM HIS CONFIDENTIAL REPORT TO PRIME 
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MINISTERS, BE HELD IN CONEIDENCE. HE IS ANXIOUS TO GET 
TECHNICAL MINISTERS OE IRAN AND SENEGAL TO AGREE ON 
SCHEDULE FOR PERFORMANCE OF FEASIBILITY STUDY ASAP, AND 
AT LEAST BEFORE MID-JUNE. MORSE FELT CHIEFS OF STATE 
SHOULD NOT HAVE TO ARGUE IRASENCO PROGRAM IN THEIR MEETING 
JUNE 28. CHRISTOPHER 
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